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February 24,1999

Jay Bennelt
Director-
Federal Regulatory

SHC Communications Inc.
1401 I Street, N.W.
Suite 1100
Washington, D.C. 20005
Phone 202 326-8889
Fax 202 408-4805

a;,uaw. CQMLUllCA110tIS cor.M"""H
Memorandum of Ex Parte Communication QFfICEOFlllESEaIET'M'Y

Ms. Magalie Salas
Secretary
Federal Communications Commission
445 12th Street, S. W.
Street Lobby - TW A235
Washington, D.C. 20554

Dear Ms. Salas:

Re: CG Docket No. 96 - 044~~- ~niversal Service
CC Docket No. 97 -~Forward-LOOkingMechanism for Non-Rural LEGs

On Tuesday, February 23, 1999, Mr. Dale Robertson, Senior Vice President - FCC for
SBC Telecommunications, Inc. ("SBC"), Mr. David Hostetter, Director - Regulatory
Policy and the undersigned met with Mr. Larry Strickling, Mr. Don Stockdale, Mr. Rich
Lerner and Mr. Craig Brown regarding Universal Service and discussed the above
listed proceedings. A service-specific analysis of the costs and revenues impacting
the provision of universal service was presented. The attached materials representing
service-specific costs and revenues by exchange location were distributed during the
meeting.

We are submitting the original and one copy of this Memorandum to the Secretary in
accordance with Section 1.1206(b)(2) of the Commission's rules. Please stamp and
return the provided copy to confirm your receipt. Please contact me at (202) 326-8889
should you have any questions.

Sincerely,

c (w/o attachments): L. Strickling, D. Stockdale, R. Lerner, C. Brown



SBC Universal Service Study Report 1

Residence Monthly Per Line Revenues and Operating Costs December 14,1998

I I
Interstate Switched

Texas I _-I Cost I . . I I Intrastate I Access

Residence
~R~~!lJ,:!;f.' i

Vertical Servzce Intrastate Toll Switched Access

Lines

~
~~ Intrastate

. ',W'i" ;,i, .,--Wire Center ,; " , ~l

A
_:IIIIII D E ;T G I -cc: K

:y;~

M,),", .

Houston - 1 62,287 $14.01 $3.68 $18.37 $3.96 $7.16 $0.58 $1.23 $0.76 $7.30 $0.98 $3.97 $1.91 $1.49

Dallas - 1 34,852 $15.03 $3.61 $21.18 $4.74 $6.42 $0.58 $1.55 $0.88 $5.65 $1.13 $4.43 $2.22 $1.70
._-

Dallas - 2 40,967 $16.06 $3.64 $21.22 $4.89 $7.59 $0.58 $1.77 $0.89 $4.78 $1.14 $3.07 $2.24 $1.18

Houston - 2 12,458 $13.43 $3.46 $33.04 $5.55 $8.77 $0.58 $2.23 $1.31 $7.07 $1.69 $3.66 $3.31 $1.40
~

San Antonio - 1 21,501 $12.51 $3.28 $35.86 $6.01 $7.67 $0.58 $0.97 $1.42 $12.47 $1.83 $4.23 $3.59 $1.18

Austin 32,307 $10.71 $3.47 $37.49 $9.46 $5.22 $0.58 $0.87 $1.59 $8.30 $2.05 $3.11 $4.02 $1.19

Rural- 1 1,737 $11.58 $3.42 $41.24 $11.24 $6.28 $0.58 $2.36 $1.78 $7.97 $2.29 $2.13 $4.50 $0.75

San Antonio - 2 3,678 $13.22 $3.41 $49.25 $11.94 $4.04 $0.58 $1.54 $2.08 $4.08 $2.67 $1.80 $5.24 $0.64

Rural- 2 213 $16.92 $3.73 $118.75 $34.57 $3.64 $0.58 $5.91 $5.21 $7.99 $6.70 $5.25 $13.13 $1.62

Rural- 3 90 $15.18 $3.16 $181.21 $54.93 $3.16 $0.58 $10.79 $8.02 $11.56 $10.32 $2.95 $20.23 $0.94

This information has been obtainedfrom confidential company dilta and has been formatted to maintain its confidentiality.



SHC Universal Service Study
Residence Annual Revenues and Operating Costs

Report 2
December 14, 1998

Texas ." Cost I Vertical Service I Intrastate ToU I Intrastaie Switched Access

~~ ., 1_- 1I.,.nIaU

Wire Center I, ii ~~I Report 1: Report 1:
A·D·12 A·E·12

c D

Houston -1 $10,471,838 $2,751,274 $13,733,397 $2,9

Dallas -1 $6,284,420 $1,511,297 $8,858,553 $1,982,724 $2,686,888 $244,484 $647,843 $368,141 $2,363,470 $473,753 $1,853,487 $928,728 $712,3281

Dallas - 2 $7,893,735 $1,787,362 $10,434,165 $2,402,824 $3,732,042 $287,381 $869,012 $435,911 $2,351,624 $560,964 $1,509,465 $1,099,692 $582,5141

Houston - 2 $2,007,612 $516,575 $4,939,082 $829,960 $1,311,722 $87,392 $333,066 $195,902 $1,056,705 $252,102 $547,816 $494,210 $209,1571

San AntonIo - 1 $3,228,856 $847,307 $9,253,003 $1,551,385 $1,977,771 $150,828 $250,102 $366,889 $3,216,141 $472,141 $1,090,906 $925,568 $303,421

Austin $4,152,445 $1,344,614 $14,535,534 $3,666,226 $2,022,701 $226,631 $338,882 $618,084 $3,217,091 $795,399 $1,204,624 $1,559,270 $462,5221

Rural- 1 $241,364 $71,382 $859,567 $234,298 $130,954 $12,185 $49,245 $37,145 $166,157 $47,801 $44,382 $93,707 $15,6371

,San Antonio - 2 $583,421 $150,706 $2,173,564 $526,774 $178,297 $25,801 $67,999 $91,696 $180,266 $118,002 $79,260 $231,327 $28,163

Rural- 2 $43,242 $9,533 $303,526 $88,364 $9,299 $1,494 $15,114 $13,308 $20,433 $17,125 $13,422 $33,572
$4'11

Rural- 3 $16,397 $3,416 $195,708 $59,322 $3,410 $631 $11,649 $8,660 $12,488 $11,145 $3,182 $21,847 $1,016

StBte Totals $1,029,809,191 $246,588,065 $1,988,220,329 $449,764,132 $473,136,097 $40,716,219 $155,178,865 $82,787,560 $485,233,000 $106,537,579 $211,185,162 $208,852,112 $76,752,507

This information has been obtainedfrom conFuJential company data and has been formatted to maintoin itY confidentialily.



SBC Universal Service Study
Residence Monthly Per Line Operating Margin

Report 3
December 4 1998

Texas I 1- " ,~~_~~~~_,..."<""""." __••,=,,,,,I Vertical
InJrastllle InUntllle

InJrastllle ToU Swilched S",iJcIJing ond IlnUntllle, Suvice Gron
Gross Margin AccessGro&8 Transport CCL ReveR.u

Margin per
per Line Marginper Margin per per Line

A_e I
l~n~,~iiifJl____'mii;,1&",;1 Line

Line Line
ReNlfueper

Wire Center I Line

R.tJrll:D R.tJrll:B F.E R.tJrll:H-l R..... l:].K R..... l:L.M R.tJrll:N

E F K L M N 0

Houston -1 62,287 $22.33 $17.69 18.37 $ 14.01 $ 6.58 $0.48 $6.32 $ 1.49

Dallas - 1 34,852 $25.92 $18.64 $ 21.18 $ 15.03 4.74 $ 5.84 $0.67 $4.52 $ 1.70

Dallas -2 40,967 $26.11 $19.69 $ 21.22 $ 16.06 4.89 $ 3.64 7.01 $0.88 $3.64 $ 1.18

Houston - 2 12,458 $38.59 $16.88 $ 33.04 $ 13.43 5.55 $ 3.46 $0.92 $5.38 $ 1.40

San Antonio - 1 21,501 $41.88 $15.80 $ 35.86 $ 12.51 6.01 $ 3.28 $10.64 $ 1.18

Austin 32,307 $46.95 $14.18 $ 37.49 $ 10.71 9.46 $ 3.47 $6.25 $ 1.19

Rural - 1 1,737 $52.48 $15.00 ) $ 41.24 $ 11.58 11.24 $ 3.42 $5.68 $ 0.75

San Antonio - 2 3,678 $61.18 $16.63 $ 49.25 $ 13.22 11.94 $ 3.41 b4) $1.41 $ 0.64

Rural- 2 213 $153.32 $20.65 /) $ 118.75 $ 16.92 34.57 $ 3.73 $1.29 $ 1.62

Rural- 3 90 $236.14 $18.34 $ 181.21 $ 15.18 54.93 $ 3.16 $1.24 $ 0.94

This information has been obtainedfrom confidential company data and has been fo171U1tted to maintain its confidentiality.



SBC Universal Service Study
Residence Annual Operating Margin

Report 4
December 14, 1998

Wire
Center

Houston -1

Dallas - 1

Dallas - 2

Houston - 2

San Antonio - 1

Austin

Rural - 1

San Antonio - 2

Rural- 2

Rural- 3

Texas

Residence ITotal Lines
Lines

A B

62,287 118,486

34,852 55,775

40,967 56,938

12,458 20,056

21,501 72,036

32,307 43,040

1,737 2,223

3,678 3,989

213 249

90 105

Intrastate Interstate
Interstate

Vertical ServiceIIntrastate ToU I Switched Switching and I CCLGross Margin Gross Margin Access Gross Transport
RevenueMargin Margin

A * (Report 3: K) A * (Report 3: L) A * (Report 3: M) A * (Report 3: N)
Report2:M*12 months *12months *12 months *12 months

F G H I J

$4,914,621 $355,376 $4,726,401 $1,540,901 $1,117,173

$2,442,404 $279,702 $1,889,716 $924,759 $712,328

$3,444,662 $433,102 $1,790,660 $409,772 $582,514

$1,224,330 $137,164 $804,603 $53,606 $209,157

$1,826,943 .~116 7[171 $2,743,999 $165,338 $303,421

$1,796,070 S)'"i'9,:?O:?i $2,421,692 I (;~h,4 ,c;JI;! $462,522

$118,769 $12,100 $118,356 ',549,3251 $15,637

$152,496 ,:~i23,6ge) $62,264 ',~, 1" ') ('C' $28,163:)c. ,,) )b}

$7,804 $1,807 $3,307 ":,:?J 149) $4,143

$2,778 $2,988 $1,344 518,665i $1,016

$9,185,228

$3,203,348

$3,504,818

(,'~65 .se!

::''"k~ t ::

State Totals 5,804,2251 8,719,32 (59:;8,411,1 :38j (S?03.1 76,067~ (S 1, 161 ,S87205~ $432,419,8781 $72,391,305 1 $378,695,422 $2,333,050 $76,752,5071 (5 19H.%5,04:J)

This information has been obtainedfrom confidential company data and has been reformatted to maintain its confidentiality.



SBC Universal Service Study ReportS

Business Monthly Per Line Revenues and Operating Costs December 14,1998

I I I
Interstate Switched

Texas I - Cost I Vertical Service I Intrastate Toll I Intrastate I Access

Business ~: i Switched Access
Unes

-
Intrastate Interstate

I ," •. ,,' :-"i r;
~ ',;

Wire Center
.. f

I A - D E G
~~~,:/~~-~ ~~-.---~~"

Houston - 1 56,199 $66.94 $5.84 $18.37 $3.96 $4.12 $0.58 $1.19 $0.76 $7.02 $0.98 $3.82 $1.91 $1.44

Dallas - 1 20,923 $33.76 $5.72 $21.18 $4.74 $4.77 $0.58 $2.04 $0.88 $7.43 $1.13 $5.83 $2.22 $2.24
1

Dallas - 2 15,971 $33.89 $5.81 $21.22 $4.89 $3.52 $0.58 $2.33 $0.89 $6.32 $1.14 $4.05 $2.24 $1.56

Houston - 2 7,598 $47.15 $5.78 $33.04 $5.55 $3.88 $0.58 $0.89 $1.31 $2.81 $1.69 $1.46 $3.31 $0.56

San Antonio - 1 50,535 $34.55 $6.07 $35.86 $6.01 $3.38 $0.58 $1.43 $1.42 $18.43 $1.83 $6.25 $3.59 $1.741

Austin 10,733 $31.10 $5.85 $37.49 $9.46 $3.76 $0.58 $1.33 $1.59 $12.62 $2.05 $4.73 $4.02 $1.81

Rural- 1 486 $22.68 $6.11 $41.24 $11.24 $2.01 $0.58 $2.77 $1.78 $9.33 $2.29 $2.49 $4.50 $0.88

San Antonio - 2 311 $29.54 $6.44 $49.25 $11.94 $2.24 $0.58 $1.54 $2.08 $4.08 $2.67 $1.79 $5.24 $0.64

Rural- 2 36 $53.58 $7.01 $118.75 $34.57 $6.14 $0.58 $2.27 $5.21 $3.07 $6.70 $2.02 $13.13 $0.62

Rural- 3 15 $57.79 $5.81 $181.21 $54.93 $1.07 $0.58 $8.06 $8.02 $8.64 $10.32 $2.20 $20.23 $0.70

This information has been obtainedfrom confidential company t/Qta and has been formatted to maintain its confidentiality.



SBC Universal Service Study
Business Annual Revenues and Operating Costs

Report 6
December 14, 1998

Texas

Wire Center

Houston - 1

Dallas - 1

Dallas - 2

Houston - 2

San Antonio - 1

Austin

Rural- 1

San Antonio - 2

Rural- 2

Rural- 3

Vertical Service

$75,291

$3,409

$2,182

$
253

1

$105

Intrastate ToU

$2,2491

$1,4431

Intrastate Switched Access

$1,5551

$871

$396

State Totals I $1,235,053,331 I $207,483,107 I $993,942,580 I $209,937,634 I $121,670,220 I $20,449,223 I $83,350,455 I $40,880,616 I $322,655,788 I $52,608,409 I $142,500,979 I $103,131,472 I $50,262,285

This information has been obtainedfrom confidential company data and has beenformotted to maintain its confidentiality.



SBC Universal Service Study
Business Monthly Per Line Operating Margin

Report 7
December 14,1998

Texas i 'W.!.f;~~J:;;7T:\~f§l;~,JrJ~:t;~~:~t~l:!I.t1t~:;"f'~:"{;1;l1~~W~~~rr;m~"l~' ':F;1',!::'I1~i~.>.~':tr4:;!:~';<:;:',~11~:'~'!~:"-:;f;~l~~:~!1~!J,i~'fJ Vertical IlltTastDU
IlltTastDU -I--Service Gross ToU Gross
SwikheJl Swikhillg and C~L

Margin per Margin per
Access Gross Tmnsporl
Margin per M.' ReI'ellue per

Line Line Mg'"per U

Average Line Une lie

Wire I
Lines A,erall Colt Re,enaper

per Line
Un,

Center R.pod5:D R.pod5:B F·E R.pod5:F·G Repod 5: H·I R.pod5:].X R.pod5:L·M Repod5:N

B F G K L M N 0

Houston -1 56,199 $22.33 $72.78 $50.44 $18.37 $66.94 $48.56 $3.96 $5.84 $1.88 $3.53 $0.43 $1.91 $1.44 $63.80

Dallas -1 20,923 $25.92 $39.48 $13.56 $21.18 $33.76 $12.58 $4.74 $5.72 $0.98 $4.19 $1.16 $3.61 $2.24 $31.06

Dallas - 2 15,971 $26.11 $39.70 $13.59 $21.22 $33.89 $12.67 $4.89 $5.81 $0.92 $2.93 $1.45 $1.82 $1.56 $26.53

Houston - 2 7,598 $38.59 $52.93 $14.34 $33.04 $47.15 $14.11 $5.55 $5.78 $0.23 $3.30 $0.56 $17.04

San Antonio - 1 50,535 $41.88 $40.63 $35.86 $34.55 lSI 31 i $6.01 $6.07 $0.06 $2.80 $1.74 $22.56

Austin 10,733 $46.95 $36.95 $37.49 $31.10 $9.46 $5.85 S3.60) $3.18 $1.81 $6.01

Rural - 1 486 $52.48 $28.78 $41.24 $22.68 $11.24 $6.11 (SS.1 ~r! $1.43 $0.88

San Antonio - 2 311 $61.18 $35.98 $49.25 $29.54 $11.94 $6.44 S5.5()i $1.66 $0.64

Rural- 2 36 $153.32 $60.60 $118.75 $53.58 $34.57 $7.01 ':~;2 5h') $5.56 $0.62

Rural- 3 15 $236.14 $63.60 $181.21 $57.79 $54.93 $5.81 ','34S),12) $0.48 $0.70

This information has been obtainedjrom confidential company doia and has beenjorllUltted to maintain its confidentiality.



SBC Universal Service Study Report 8

Business Annual Operating Margin
December 14,1998

I'~ ~;:n:~'~\1:rr!:lt~i~:'f;~:f,:f~~"::tR~U,!~'t:F1';;f~j)W~B.f~~t.l~~~::r!~,:~f,fmjr~j'~~:~jf;~:'::~ t'1:1;::~~5~~:rJ":;";;tj':':'i!~,'·ttI1:i~1

Texas
."~i,,·.~mU,d1.i<..·r."""'.T"'M""~d~·'l"·:',',_, "~." ...',,.".. ";':, r,;." ;".'_',"',',', .~'" "",,,,., ·"','tW~'''.' ,.•...:. ,;..........).,. ',. ;-.. "';'11"" ".

v: . IS· I 71 U Intrastate
Interstate

Interstate
ertica ervl.Ce ntrastate 0 S itch d A Switching and I eeLG M . G M . w e ccess Transportross argm ross argm .

Revenue
Wire Business Total 1~"IIlIl~l!l'\~I~':'m'''~~l:'1 Gross Margtn Margin~.. _.... ~1~~, ; , ••tulLJ' '_.;~].;);1t'.!l.<;:,:1't,:iJ.;Jf:;

Center
lines lines

,_- ,,_.c..~ ...__.~,~ -.~.". _...---,.~~ ~ '>--~-'-'<""'" ';."'~-'-'--' -_.~ .._._....",.",-._.•.=,

A - (Report 7: K) A - (Report 7: L) A - (Report 7: M) A - (Report 7: N)
Report6:M

-12 months -12 months -12 months -12 months

A- B :U,~:T~'W;~"·}~tt7&J1lli1 B~~~m~~~1Y;~ E~fi7li~TI~£YaK~sfi: F G H 1 J

Houston - 1 56,199 118,486 $32,751,364 $1,267,671 $34,019,035 $2,382,846 $289,267 $4,078,827 $1,289,222 $969,972 $43,029,169

Dallas - 1 20,923 55,775 $3,159,086 $245,430 $3,404,516 $1,051,133 $290,650 $1,582,230 $906,312 $562,589 $7,797,430

Dallas - 2 15,971 56,938 $2,427,395 $177,092 $2,604,487 $562,434 $277,324 $991,645 $348,178 $299,809 $5,083,877

Houston - 2 7,598 20,056 $1,286,232 $20,885 $1,307,117 $300,621 ,.('j' ')'.?) $102,665 ItS 1i:>3:,;l,~31) $50,754 $1,554,018

San Antonio - 1 50,535 72,036 $793,085 $36,567 ,:;7"( J: $1,696,753 $6,671 $10,064,942 $1,614,994 $1,054,250 $13,681,091-" .........

Austin 10,733 43,040 (S8c.:' ,~:, ~,~c i .'3,1(-)1,' ,I:; 1 ,''',i",f3i $409,165 iSh.I)():':1 $1,361,442 $90,712 $233,726 $773,515

Rural- 1 486 2,223 (S1U,'\ ",'ll is;;,) ')11 I c,.), ''')'' $8,334 $5,738 $41,052 is) 1.681) $5,122,.) i! I

San Antonio - 2 311 3,989 (::, i i'. :,«1; ';)?[, :,,' !,:" 1,,( • ») $6,177 <) IjCT; $5,256 (:2 tlb2j $2,380"J_

Rural- 2 36 249 S,I"•. ":",',')", . ..:\ I $2,400 ;,' .:.'((«1 I, ,~:-; 1 h(iE3) :S,!1:',O.3) $269

Rural- 3 15 105 "") "," . c; iSh H,I' ) ',,",hi $87 $7 I } $127I':",:, i

State Totals 2,915,101 8,719,326 $241,110,751 (52.454527) $238,656,224 $101,220,997 I $42,469,839 I $270,047,379 I $39,369,507 I $50,262,285 I $742,026,231

This information has been obtainedfrom company data and has been to maintain its confidentiality.



SBC Universal Service Study
Total Office Annual Switched Operating Margin

Report 9
December 14,1998

Texas Business

Total Universal Contribution from
Total Business

Service Gross Vertical Services, ToU,
Wire Center I , """,~

I.......~I~I Operating Margin
:&~"" ~"', ;""'~[i!W_Iil"" ~~miil~l~~:~:':.1;r!':~4~\~"~JIll'~ Margin and Access

Rep0118: E Repol18: F+ G+H+I +J Repot18: K

D E F

Houston - 1 ($3,469,244) $12,654,472 $9,185,228 $34,019,035 $9,010,134 $43,029,169 $52,214,397
Dallas -1 ($3,045,561 ) $6,248,909 $3,203,348 $3,404,516 $4,392,914 $7,797,430 $11,000,778
Dallas - 2 ($3,1 .E392) $6,660,710 $3,504,818 $2,604,487 $2,479,389 $5,083,877 $8,588,695
Houston - 2 ($3,2"14855) $2,428,860 t ::,,995) $1,307,117 $246,901 $1,554,018 $738,024
San Antonio - 1 ($6, ')?6) $4,922,914 , 31 1) 519) $14,437,610 $13,681,091 $11,875,780!.........

Austin ($12,704,lOl ) $4,046,436 ,2(5) ,430) $2,060,954 $773,515 )

Rural- 1 ~7p1119) $215,537 5131 ) (S 138,191) $48,565 ($89,625) ( ?)('.) I -' ,

San Antonio - 2 ($1,966,211) $67,160 (51 Qqq ')51) (594,050) ($ 1,056) ($95,1 (7)" ,t ..'",. '.j ,l

Rural- 2 ($339,115) ( , '1()3) 'c 4001:') ($4,970) (54::),~: 1 ,<...... (.> " ,Jf

Rural- 3 ,218) ( 7:)]) i, 1.0 ) \ '3")6) (S34,\.., ;;:... )

State Totals I ($1,161,587,205)1 $962,592,162 I (5198,995,043)1 $238,656,224 $503,370,007 I $742,026,231 I $543,031,188

This information has been obtainedfrom confidential company data and has been formatted to maintain its confidentiality.



SBC Universal Service Study
Texas Annual Summary

Total Vertical Total Vertical
Total Contribution

Total Universal I Total Universal
~

from Vertical:". , , '-,
Services, Toll and

Service Revenue Service Cost
" ..... _j Services, Toll and

Services, Toll, and' . ,,_ I>

Access Revenue Access Cost
Access

Report 2: Totlll Report 2: Totlll Report 1: Total Report 1: Total Report 4: Total
A+B C+D E+G+I+K+M F+H+ J+L F+G+H+I+J

A B D E F

$1,276,397,256 $2,437,984,461 $1,401,485,632 $438,893,470 $962,592,162

Total Vertical Total Vertical
Total Contribution

Total Universal I Total Universal "- - j from Vertical
,,;1 Services, Toll and Services, Toll and

Service Revenue Service Cost '- ' . > .. ,~< Services, Toll, and
Access Revenue Access Cost

Access

Report 6: Total Report 6: Total Report 6: Total Report 6: Total Report 8: Total
A+B C+D E+G+I+K+M F+H+ J+L F+G+H+I+J

H I K L M

$1,442,536,438 $1,203,880,214 $720,439,726 $217,069,719 $503,370,007

Report 10
December 14,1998

Total Explicit
Universal Service

Funding

o
$0

Miscellaneous
Services, e.g.,

Directory, Cellular
Interconnection, etc.,

Contributing to
Universal Service

p

$189,466,579

Total Switched
Operating Revenues

A+D+H+K+O+P
Q

$5,030,325,632

Total Switched
Operating Costs

B+E+I+L
R

$4,297,827,864

This infomration Iuu bee" obtainedfrom cOllfidential camptl1l1 data and Iuu bee" fomtllttet/ to maintllin its confidentialitY.



SSC Universal Service Study
Texas Reconciliation

Line 1. TUER *. Total Texas Operating Revenue
(TUER, Schedule I, Line 13, Column c)

$

Report 11
December 14,1998

6,053,690,653

a. Less exclusions
Inter/Intrastate Special Access (Various Rev. Accts. From MR4a)
Inter/Intrastate Private Une (Various Rev. Accts. From MR4a)
Other Operating Revs (Accts. 5250, 5262, 5264.29W)
Non-Regulated (Acct. 5280)
Intrastate Access Expense net against Toll Revs. (Acct. 6540)
Rent Revenues included in Expenses (Acct. 5240)
SNFA & Miscellaneous (SACAS, Study Model)
Uncollectible for services not included in study

b. TUER· Total Texas Switched Operating Revenues
(Line 1 - Line 1a)

c. Study· Total Texas Switched Revenues
(Report 10, Column P)

d. Difference between TUER & Study
(Line 1b - Line 1c)

$ 349,192,223
$ 92,620,449
$ 33,855,435
$ 483,390,067
$ 50,420,784
$ 13,628,045
$ 20,715,862
$ (20,457,846)

$ 5,030,325,634

$ 5,030,325,632

$ 2

Line 2. TUER • Total Texas Operating Expenses $ (4,581,661,075)
(TUER, Schedule I, Line 24, Column c)

a. Less exclusions
Inter/Intrastate Special Access & Private Line (SACAS, Study Model) $ (418,940,730)
Non-Regulated & SNFA (SACAS) $ (475,660,477)
Other Income & Expense (Accts. 7110, 7150, 7160) $ 2,988,664
Intrastate Access Expense net against Toll Revs. (Acct. 6540) $ (50,420,784)

b. Plus inclusions
Contributions (Acct. 7370.2) $ (9,276,376)
Rent Revenues included in Expenses (Acct. 5240) $ 13,628,045

c. TUER • Total Texas Switched Operating Expenses $ (3,635,276,079)
(Line 2 - Line 2a + Line 2b)

d. Study - Total Texas Switched Operating Costs $ (4,297,827,864)
(Report 10, Column Q)

e. TUER - Total Texas Switched Operating Taxes $ (662.552,184)
(Total Texas Switched Operating Tax Reconciliation @ Line 4d)

f. Study - Total Texas Switched Operating Expenses $ (3,635,275,680)

(Line 2d - Line 2e)

g. Difference between rUER & Study - $ (399)
(Line 2c - Line 2f)



SSC Universal Service Study
Texas Reconciliation

Line 3. Texas Switched Net Income

a. TUER ADJUSTED NET INCOME
(Line 1b + Line 2c + Line 2e)

b. STUDY NET INCOME
(Line 1c + Line 2d)

c. Difference between TUER & Study ***
(Line 3a - Line 3b)

Line 4. Total Texas Switched Operating Tax Reconciliation

a. TUER - Total Texas Operating Tax Expense
(TUER, Schedule I, Line 32, Column c)

$

$

$

$

Report 11
December 14, 1998

732,497,371

732,497,768

(397)

(680,554,298)

b. Less exclusions - Other Operating Taxes
Inter/Intrastate Special Access & Private Line (SACAS, Study Model)
Non-Regulated & SNFA (SACAS)

c. Less exclusions - Federal Income Taxes
Inter/Intrastate Special Access & Private Line (SACAS, Study Model)
Non-Regulated & SNFA (SACAS)
Booked Deferred FIT (Acct. 7250)

d. TUER - Total Texas Switched Operating Taxes
(Line 4a - Line 4b - Line 4c)

* TUER = Telephone Utilities Earnings Report of Southwestern Bell Telephone Co. to the
Public Utility Commission of Texas for the twelve months ending December 31, 1997

** Difference is due to operating cost rounding in the study model

*** Difference is attributable to differences identified @ Line 1d &Line 2g

2

$ (49,249,750)
$ (4,749,079)

$ (49,159,965)
$ (16,197,129)
$ 101,353,809

$ (662,552,184)



Residence Universal Service

Austin MSA - SWBT Wire Centers

• Center of Austin

~"'~'_"'.""!';'" Generates Residence Operating Margin.,:"<: ~~t~:~~~=:ti~~~ln
Potential Competitive Target
Austin MSA



Business Universal Service
Austin MSA • SWBT Wire Centers

• Center of Austin

=~~$~M~ln



Residence & Business Universal Service
Austin MSA - SWBT Wire Centers

• Center of Austin
~~:!:.. Generates Wire Center Operating Margin'.: ..«:: Potential Competitive Target

No Wire Center Operating Margin
Potential Competitive Target
AustlnMSA



Residence Universal Service
Dallas MSA • SWBT Wire Centers

• Center of Dallas
~..'.•.~.."... Generates Residence Operating Margin,,>< Potential Competitive Target

No Residence Operating Margin
Potential Competitive Target
DallasMSA



Business Universal Service
Dallas MSA • SWBT Wire Centers

• Center of Dallas
~.•...;.\.•.•...Ln Generates Business Operating Margin
~</' Potential Competitive Target

No Business Operating Margin
Potential Competitive Target
DallasMSA



Residence & Business Universal Service
Dallas MSA - SWBT Wire Centers

• Center of Dallas
~.:.;;t.;:.. ;;.(... Generates Wire Center Operating Margin
;;'J Potential Competitive Target

. No Wire Center Operating Margin
Potential Competitive Target
DailasMSA



Residence Universal Service
Houston MSA • SWBT Wire Centers

• Center of Houston
~.;.~....." Generates Residence Operating Margin
/i,' Potential Com~tltlve Target
.. No Residence Operating Margin

Potential Competitive Target
Houston MSA

o Texas State Une



Business Universal Service
Houston MSA • SWBT Wire Centers

• Center of Houston"... "; ~~ra:~~,'neaa or.,:n; Margin
No Busln...=ngMargin
Potential Competitive Target
Houlton MSA

~ rex.. State Une



Residence & Business Universal Service
Houston MSA • SWBT Wire Centers

• Center of Houston
Generates Wire Center Operating Margin
Potential Competitive Target
No Wire Center Operating Margin

. Potential Competitive Target
Houston MSA
Texas State Une



Residence Universal Service
San Antonio MSA - SWBT Wire Centers

• Center of San Antonio
;.;Generates Reeklence Operating Mergin";,,' Potential Competitive Target

No Residence Operating Margin
Potential Competitive Target
San Antonio MSA



Business Universal Service
San Antonio MSA - SWBT Wire Centers

• Center of San Antonio
;;.,.!...o:..';'.': Generates Business Operating Margin
:",":,';'~ Potential co=eTarget

~~:~~m~e,~.,in
San Antonio MSA



Residence &Business Universal Service
San Antonio MSA - SWBT Wire Centers

• Center of san Antonio
~.;.~;,.'. Generates Wire Center Operating Margin
~:'.,/ Potential Competitive Target

No Wire Center Operating Margin
Potential Competitive Target
San Antonio MSA



Residence Universal Service
South Texas MSAs - SWBT Wire Centers

Brownsville

• Center of South Texas Cities
Generates Residence Operating Margin

.. Potential Competitive Target
, No Residence Operating Margin

,. Potential Competitive Target
South Texas MSAa
Texas State Une



Business Universal Service
South Texas MSAs - SWBT Wire Centers

BrownsviRe

• Center of South Texas Cities

=~f55g~~MarrJn
South Texas MSAs

C] Texas State Une



Residence & Business Universal Service
South Texas MSAs - SWBT Wire Centers

Brownsville

• Center of South Texas Cities
Generates Wire Center Operating Margin
Potential Competitive Target
No Wire Center Operating Margin
Potential Competitive Target
South Texas MSAs

• Texas State Une



,""'.... ",~...~..... "

Residence Universal Service
West Texas MSAs • SWBT Wire Centers

~'/'.'E1·..•• ..P"'uo....•..•·••....•• ....··~'"
~---

\
\.,

'\
~I!Ir\

~\~, ~
!~

• Center of West Texas CIties
~.;..!...:.T.~.~.'.j...~ Generates Residence Operating Margin
.<\,,~: ~~t~~~~~~c~~::tI~~~~ln

Potential Competitive Target
West Texas MSAs

o Texas State Une



Business Universal Service
West Texas MSAs • SWBT Wire Centers

r
--..:.._·--"·_-~-. J

• Center of West Texas Cities
Generates Business Operating Margin
Potential Competitive Target
No Business Operating Margin

. Potential Competitive Target
West Texas MSAs
Texas State Une



Residence &Business Universal Service
West Texas MSAs • SWBT Wire Centers

r--
i

• Center of West Texas Cities
~...~.mij~' Generates Wire Center Operating Margin
/;", Potential Competitive Target

No Wire Center Operating Margin
Potential Competitive Target
West Texas MSAs

o Texas State Une



SBC Universal Service Study
Conclusions

~ Competitors have targeted the wire centers and business customers that support
residence cost recovery

~ FCC should provide a structure that permits the industry to maintain affordable
universal service in a competitive environment

Access prices and unbundled network element prices that reflect the actual network
and the actual costs ofproviding it

Deaveraging to produce more efficient prices and pricingflexibility to compete

Rational price cap productivity factor and price cap mechanism

Explicit universal service funding targeted only to customers residing in geographic
areas where rates would otherwise be unaffordable - continued emphasis on Lifeline
programs for the financially disadvantaged

Entry into new lines ofbusiness, e.g., interLATA long distance, as well as equitable
rules for data services, will provide new revenue opportunities to maintain affordable
universal service


